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NOMINATION OF DUDLEY C. SHARP 





THURSDAY, JULY 28, 1955 


Unitep States SENATE, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:05 a. m. in room 212 
Senate Office Building. 

Present: Senators Russell (chairman), Byrd, Stennis, Symington, 
Ervin, Saltonstall, Flanders, and Smith of Maine. 

Also present: Verne D. Mudge, T. Edward Braswell, and William 
H. Darden, of the committee staff. 

Chairman Russeuu. The committee has before it the nomination 
submitted by the President of the United States of the Honorable 
Dudley C. Sharp, of the State of Texas, to be an Assistant Secretary 
of the Air Force to succeed Mr. John Roger Lewis, who has resigned 
effective September 30, 1955. 

Mr. Sharp is present here this morning? 

Mr. SHarp. Yes, sir. 

Chairman Russreuu. We will be glad to have you take a seat there, 
Mr. Sharp, at the end of the table and make any statement you see 
fit to the committee. 


STATEMENT OF DUDLEY C. SHARP, NOMINEE TO BE ASSISTANT 
SECRETARY OF THE AIR FORCE (MATERIEL) 


Mr. Suarp. Mr. Chairman, I have a prepared statement which I 
would like to read. 


Chairman Russeuu. Very well, sir. 

Mr. Suarpe. Mr. Chairman and members of the committee, my 
name is Dudley Crawford Sharp, and I was born in Houston, Tex., 
March 16, 1905, and attended grammar school in both public and 
private schools in Houston and the Gilman Country School in Balti- 
more, Md. I was graduated from Princeton University with a 
degree of bachelor of science in English in 1928. 

In 1942, I volunteered for service in the United States Navy and 
was commissioned as a lieutenant. I served approximately 2 years of 
sea duty as executive officer and commanding officer of submarine 
chasers and destroyer escorts. I served approximately 6 months in 
the Navy Department in Washington in the Office of Procurement and 
Material. I served approximately 6 months as administrative man- 
ager of the Applied Physics Laboratory, Silver Spring, Md., which 
laboratory was engaged in important research and development work 
for the United States Navy. 

Following my graduation from Princeton, I joined the Mission 
Manufacturing Co., of Houston, Tex., as a substantial stockholder and 
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2 NOMINATION OF DUDLEY C. SHARP 


helped develop this company to its present status of approximately 
$10 million in annual sales. In 1948, I assumed the position of presi- 
dent and director of Mission Manufacturing Co. The Mission Manu- 
facturing Co. develops, manufactures, and distributes specialty 
equipment used in the drilling and producing of oil wells, as well as 
certain specialized pumping equipment used in the petroleum indus- 
try, the chemical industry, the paper industry, et cetera. 

The Mission Manufacturing Co. does no business whatsoever with 
the United States Air Force. 

Here I would like to make it perfectly clear, Mr. Chairman, exactly 
the nature of our business. We manufacture, as I have stated, mate- 
rial for the drilling and production of oil wells and certain pumping 
equipment. 

We do sell a certain amount of our equipment to companies who do 
business with the Air Force. We sell drilling equipment to such 
companies, almost exclusively in the export business, as the Creole 
Petroleum Company of Venezuela; the Shell Oil Co. in its various 
operations ; the Minegrande Oil Company of Venezuela. Both the 
Creole and Minegrande are closely affiliated with the Standard of 
New Jersey and with the Gulf Oil Co. 

I would also like to make it clear that we expect our business to 
grow. We started when I came with the business approximately 
with—we started with approximately five employees and a very 
modest business. We have built it to the volume of $10 million. We 
expect in the next 2 years for our volume to continue to increase. 

For approximately 5 years, I have been president of Texas Fund, 
Inc., an open-end investment trust, operating in Houston, Tex. 
Associated with the Texas Fund is a company which sells its shares 
under the name of Bradschamp & Co. and a company which manages 
the portfolio by the name of Texas Fund Research & Management 
Associates. I am an officer and director of these two associated 
companies. 

[ am a director ef Benjamin Franklin Building & Loan Association 
of Houston, Tex., an association which has not yet become active. 
[ am also a director of John Robert Powers Products Co., Inc., of 
New York City, a cosmetic company. 

[ am a limited partner of H. E. Hodge & Co., a limited partnership 
engaged in the business of exploration for and production of petroleum. 

During the year 1955, I have been serving as special consultant to 
Gen. E. W. Rawlings, at Wright-Patterson Air Force Base, Dayton, 
Ohio, on the machine-tool stockpiling program. 

I was married on January 2, 1929, to Tina Cleveland, who was born 
in Houston, and have two children, Dudley C. Sharp, Jr., serving as a 
private in the United States Army, and a daughter, Julia May Sharp. 

I have been nominated by the President for appointment to the 
office of Assistant Secretary of the Air Force, Materiel. The functions 
and duties of the Assistant Secretary of the Air Force, Materiel, are 
described in a Secretary of the Air Force order as follows: 

The Assistant Secretary of the Air Force, Materiel, is responsible for direction, 
guidance, and supervision over all matters pertaining to the formulation, review, 
and execution of plans, policies, and programs in the functional fields of: 

(a) Industrial resources, security and mobilization; 
(b) Procurement planning and programing; 


(c) Procurement, production, storage, maintenance, distribution, and dis- 
posal of all materiel, supplies, and equipment; 
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(d) Air Force participation in the mutual security assistance program; 
(e) Transportation, communications, and other service activities; 

(f) Renegotiation affairs, contract appeals, and related activities; 

(g) Applications engineering; and 

(h) Civil aviation. 


If I am appointed Assistant Secretary of the Air Force, I shall 
resign from all offices and directorships which I have listed above. 
During my term of office as Assistant Secretary, I shall not receive 
any compensation in the form of salary or otherwise from any sources 
other than the United States Government. 

On resignation of my position as president of Mission Manufacturing 
Co. prior to assuming my duties as Assistant Secretary of the Air 
Force, the company “intends to offer me severance pay for past 
services rendered and out of past earnings. It is intended that this 
severance pay will be paid to me within a period of 6 months after 
commencement of my Government service. 

In order to eliminate any possible implication of a conflict of 
interest between my official duties and my private interests, I shall 
also, prior to taking office, dispose of all of the stocks which I presently 
own in the following companies: 


The Atlantic Refining Co. 
Gulf Oil Corp. 

Humble Oil & Refining Co. 
Libbey-Owens-Ford Glass Co. 
Phillips Petroleum Co. 

Texas Co. 


I intend to continue to hold stocks in the following companies 
which I believe could, in no way, create a conflict of interest with my 
official duties: 


Bradschamp & Co. 
Colonial Baking Co. of Memphis 
Compania Anonima Maquinaria Petrol, Inc. 
Benjamin Franklin Savings & Loan Association 
Gibraltar Life Insurance Co. 
Houston Bank & Trust Co. 
Houston Consolidated Television Co. 
Houston Lighting & Power Co. 
Kirby Lumber Corp. 
The Louisiana Land & Exploration Co. 
Lee Baking Co. of Atlanta 
Long Island Petroleums, Ltd., in Alberta, Canada 
Manabi Exploration Co., Ine. 
Mission Manufacturing Co. 
John Robert Powers Products Co. 
tainbo Baking Co. of Harlingen 
teed Roller Bit Co. 
Texas Fund Research & Management Associates 
Texas Fund, Inc. 
Texas Gulf Producing Co. 
Texas Gulf Sulphur Co. 
A. Walsh & Co., Inc. 
Williamsport T-V Cable Corp. 
McConway & Torley Corp. of Pittsburgh, Pa. 
Anderson Clay ton Cotton Co. 
Texas Eastern Transmission Co. 
Cleveland Realty & Investment Co. 
Oilfield Sales & Service, 8. A. 
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Also certain bonds which I hold in the Bayou Club of Houston; 
John Roberts Powers Products Co.; Texas Corinthian Yacht Club; 
Texas Fund Research & Management Associates; and Williamsport 
T-V Cable Corp. 

I also intend to retain my limited partnership in H. E. Hodge & Co. 

In 1952, I was appointed finance chairman of the Republican Party 
for Harris County, Tex., and have served in this capacity ever since. 

My present residence is 109 North Post Oak Lane, Houston, Tex. 

Thank you, Mr. Chairman. 

(The nomination reference number 280 of Mr. Sharp is as follows:) 


NOMINATION REFERENCE AND REPORT 


In Executive SgssIon, 
SENATE OF THE UNITED Srarss, 
July 20, 1955. 
Ordered, That the following nomination be referred to the Committee 
on Armed Services: 


Dudley C. Sharp, of Texas, to be an Assistant Secretary of the Air 
Force, vice John Roger Lewis, resigned effective September 30, 1955. 


Chairman Russextu. Mr. Sharp, you refer to the Texas Fund, Inc., 
as an open-end investment trust. Just what is an open-end invest- 
menr trust? 

Mr. Suarp. I have here, which I will put in the record, the port- 
folio of the Texas Fund. It is a mutual fund engaged in—it holds 
approximately eighty-some-odd separate and distinct securities. It 
owns electric utilities in the Southwest; it owns gas distribution and 
transmission lines stock in the Southwest; it owns an interest in banks 
in the Southwest, in insurance companies in the Southwest, in chemi- 
cal companies in the Southwest, in oil and gas companies in the 
Southwest; and then it has a classification of general, of various items, 
such as the Anderson, Clayton & Co., and Champion Paper & Fibre 
Co., and General Portland Cement Co., and so forth. 

(The material above referred to is as follows:) 
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Investments, Feb. 28, 19565 


(An investment in Texas Fund provides ownership in these companies selected by 
the fund’s management after appraisal of their growth potential) 


COMMON STOCKS 


Company Shares | Market value 


Electric utilities (25.59 percent): 
Arizona Public Service Co 











. — 15, 200 
Central Louisiana Electric Co., Ine : sicdlaian ‘ ai 8,625 | 
Central and South West Corp-_- > Se 5 16, 000 | 
Community Public Service Co to - 9, 500 
E] Paso Electric Co a 8, 000 
Gulf States Utilities Co : . 21, 500 
Houston Lighting & Power Co onli ; ; 16, 800 
Middle South Utilities, Inc esc atone ae 6, 000 
New Orleans Public Service, Inc 3, 000 
Oklahoma Gas & Electric Co ; 13, 000 
Public Service Co. of New Mexico 13, 000 
Southwestern Public Service Co__. 20, 000 
Tex Utilities Co 8 000 
The Tucson Gas, Electric Light & Power Co- 14, 100 | 
Total... ebulbeic, oaaeavdtewws 599. 256 
Gas distribution and transmission (13.46 percent 
Arkansas Western Gas Co 6, 000 109, 500 
Colorad» Interstate Gas Co ae ee a 6, 000 351, 000 
El Paso Natural Gas Co ol al . 11, 000 490, 875 
Lone Star Gas Co ee c 7, 000 195, 125 
Northern Natural Gas Co shi 5, 000 227, 500 
Panhandle Eastern Pipe Line Co , nae 2, 000 154, 000 
Southern Natural Gas Co eas ad oi . 5, 000 175, 000 
Southern Union Gas Co 2, 000 43, 000 
Tennessee Gas Transmission Co-_- Se : 20, 000 670, 000 
Texas Llinois Natural Gas Pipeline Corp 3, 600 72, 675 
rranscontinental Gas Pipe Line Corp 7, 500 217, 500 
| United Gas Corp 7, 000 239, 750 
| 
| 0 ER SS a aa are A 2. 945, 925 
Banks (4.3! percent): 
First National Bank in Dallas. : aie 2 500 89, 375 
First National Bank in Houston 2. OOK 108, 000 
First National Bank & Trust Co. of Tulsa 2, 000 68, 000 
Fort Worto National Bank : 2. 000 52. 000 
Mercantile National Bank at Dallas 2, 667 75, 676 
National Bank of Commerce of San Antonio___. 2, 000 95, 600 
Republic National Bank of Dallas_- 5 
Second ational Bank of Houston__- ‘ 
| Texas National Bank of Houston 124, 500 
Whitney National Bank of New Orleans #9, 800 
Total...- 943, 653 
| 


Insurance (5.04 percent 
American General Insurance Co 





1, 592 3, 280 
Great Southern Life Insurance Co ; 3, OO 500 
Gulf Insurance Co 2. 222 77, 760 
Kansas City Life Insurance Co ; 100 130, 000 
Southwestern Life Insurance Co-_. gekik 2. 500 386, 250 

Total.._- 


siiaiaasttie daatnitin tilde nae ‘ ’ - 1, 102, 790 
Chemicals (6.50 percent): 
Diamond Alkali Co_-_. olathe Sicuee 4.000 155, 000 
Dow Chemical Co--. i ee ‘a 1] 


500 67, 500 
Freeport Sulphur Co 4 106 309, 550 
Monsanto Chemical Co_-_-. 11, 200 136, 800 
Rohm and Haas Co a 7 11, 352 405, 600 
Texas Gulf Sulphur Co...----- . 8, 700 349, 088 


TU icpctachcecddivativapaasss benandie ince esta lie 1, 423, 538 


See footnotes at end of table, p. 6. 


66708 —55—2 
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Investments, Feb. 28, 1955—Continued 


COMMON STOCKS 


Company 


Shares 


Market value 






















































Oil and gas (26.62 percent | 
American Republics Corp---- . iene iain ‘ 3, 000 $212, 250 
NES aces 212, 000 612, 000 
Continental Oil Co 5s . 28,000 602, 000 
Gulf Oil Corp cepaieanies 27,000 455, 000 
Houston Oil Company of Texas.......-..- ree eet . 1, 600 | 179, 000 
ee 2, 000 117, 000 
SN OS Ee ee a 23,000 272, 250 
4 1 3 eee ‘ pinngaetieminenmneaaal 3, 000 138, 000 
The Pure Oil Co - Socialites teiiatitiaiinaaea tmnt y 25, 500 439, 313 
fa a ee eS er ee eS ees 2. ee a 27,200 | 439, 200 
Sinclair Oil Corp na 25,000 266, 250 
Socony-Vacuum Oil Co., In« 21,500 | 82, 875 
Southland Royalty Co 1, 500 94, 125 
Standard Oil Company of California- 21,000 79, 625 
The Texas Co ; ee t * - 28,700 794, 962 
Texas Gulf Producing Co ae 4, 500 401, 625 
Texas Pacifie Coal & Oil Co 6, 500 345, 313 
TXL Oil Corp 36, 000 222, 75 
Western Natural Gas Co. d 3 5, 000 71, 250 
i , sista cane nlite wien casein atlas tase 5, 824, 788 
Genera 3.34 percent | 
Amerson, Teton OW, .cnccnncecccccessancasanes a 10, 100 | 429, 250 
The Champion Paper & Fibre Co — acines acne 5, 000 257, 500 
General Portland Cement Co----- inledtendl : Sisciaieaasicintaiedinies 4,000 219, 000 
Kirby Lumber Co - i ss egishgtialeidiereseghens akairidi 33,700 170, 200 
Longhorn Portland Cement Co---.- Jacsbkeuheesic os 8, 400 361, 200 
National Tank Co-_-. wiwene 10, 000 370, 000 
Reed Roller Bit Co phnnenn cad wate die ianhntbeddatekbtie . 4, 500 | 94, 500 
River Brand Rice Mills, Inc... (ibd bebinbeenarnene 9, 000 204, 750 
Southdown Sugars, Inc-- oi otctitiibatadebgdnbae 1, 000 49, 750 
Southland Paper Mills, Inc... tina nccengididiainasieslaiisbndsbiadie 300 21, 300 
Texas Instruments, Inc... ---- een 35, 200 | 81, 250 
United Carbon Co 1, 650 | 79, 819 
Welex Jet Services, Ine 12, 500 448, 437 
Wyatt Metal & Boiler Works 2, 200 132, 550 
Total a ~_ ctonbtbatnetbnbtnebwens ai bnetbebtibbsupeenniwbe 2 2, 919, 506 
Total investment in common stocks. --.............-.........-- 5 os 20, 759, 456 
1 Possibly have some contracts with the Government. 
2 Probably have contracts with the Government. 
* No cash dividends paid in past 12 months, 
PREFERRED STOCKS 











Convertible preferred (0.84 percent): 








Total investments (95.70 percent) ....-.....-..--..----..-.----.. aa lh 
Cash and other assets less liabilities (4.30 percent) ......~-- 











Total net assets (100.00 percent) _........--.-.------------ 














Western Natural Gas Co., 5-percent convertible preferred_.................-- 





5, 000 | $184, 375 


20, 943, 831 
490, 363 
21, 884, 194 


ae 
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FINANCIAL STATEMENTS 


Statement of assets and liabilities, Feb. 28, 1955 
Assets: 
Investments at market quotations (identified cost of specific 


certificates owned $14,417,619)________ ae . $20, 948, 831 
Cash on demand deposit_________.._.___ __- at ‘ 1, 123, 552 
Leceivable for capital stock sold_ 4 ; ui 72, 514 


Dis ide nde receiv vable beet see ie ts os bee Sa pes 93, 474 
a Ts 2, 361 


LOs 3 bu ----. 22, 285, 732 


Liabilities: 
Accrued expenses (note A)___.______--_- be ees 5, 882 
Accounts payable for purchase of investment securities : 329, 970 
Accounts payable for capital stock repurchased___...._..._-- 15, 686 


Total liabilities 351, 538 





Net assets (based on carrying investment at market quotations) 
equal to $7.19 per share for 3,043,458.66 shares of $1 par value 
capital stock (exclusive of 593,315.38 shares in treasury) outstand- 
ing 66: Mees: 26, 1966. ee. See Be : ds 21, 884, 194 


Notre A.—It is the policy of the fund each year to distribute all of its current 
net income and all of its realized net gains on investments, and to fulfill the appli- 
cable requirements of the Internal Revenue Code. On this basis, the fund has 
incurred no liability for Federal taxes on income. The fund intends to continue 
this policy and accordingly has made no provision for Federal taxes on income of 


the 6 months ended Feb. 28, 1955, or on unrealized appreciation of investment at 
that date. 


pisos ee a eee ed ee eee ae oe ee ee $337, 136 
Expenses: 


Ne eee ee en ne eee hea taro wee $48, 281 
Custodian fee___-_ eee Seat eaten me 4, 828 
Taxes (other than Federal income taxes) : 1, 679 
Transfer and dividend paying agent’s fee and expenses_ 7, 378 
PE PUNE Soe Pind St oped wdiiie. . 1, 200 
ee ee a es Fn See eee sian Bap aes 300 
Printing, stationery, and postage a ee eee eee 2, 099 
De eee cee ee en eee aun 803 


di iaphsollo 66, 568 


I i it inst haces tn iorea th th ved Lceracan acta igh aeienaieietl 270, 568 
Statement of realized and unrealized gains or losses on investments, 6 months ended 
Feb. 28, 1955 


Realized net gains on investments: Computed on basis of specific 
securities sold; on basis of average cost, gain would be $438,843___ $439, 139 
Unrealized appreciation of investments: 


Unrealized appreciation at Feb. 28, 1955_._...--..---------- $6, 526, 212 
Unrealized appreciation at Aug. 31, 1954____.____--_-.------ 3, 630, 156 





Increase in unrealized appreciation__.............._.-.--.-..-.-- 2, 895, 4 
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Statement of changes in net assets, 6 months ended Feb. 28, 1955 


Net assets at Aug. 31, 1954 (including undistributed net income 
for $100,776) __.- meek x aoe ---- $16, 614, 077 
Income: 
Net income per statement of income and expenses. $270, 568 
Add amounts representing participation in current 
undistributed net income in respect of capital 


stock sold or repurchased __---- Gita aketae wate 13, 251 

Total : ; ae ae eit bo 283, 819 

Deduct cash dividends ($0.10 a share)..__._____~_ 296, 243 
Decrease in undistributed net income________________ ae (12, 424) 


Principal: 
Gains or losses on investment: (computed on basis 
of cost of specific securities) : 
TOOIINOT 0 MINES... . nice cane men _. $439, 139 
Increase in unrealized appreciation__.---~--- 2, 895, 456 
—— 3, 334, 595 
Capital stock sold and repurchased (exclusive of 
amounts representing participation in current 
undistributed net income): 
Proceeds from sales of 403,732.02 shares of 


capital stock _- eS : ..-.. 2, 628, 000 
Deduct cost oi 102,887.49 shares of capital 
stock repurchased el io va “ 680, 054 


Net increase of 300,844.53 shares__- : x 1, 947, 946 
Net assets at Feb. 28, 1955 (including undistributed net income of 
$88,352) .......- ees A nen ae si idlne ate een oe 


Auditors’ report 


To the Board of Directors and Stockholders, Texas Fund, Inc. 

We have examined the statement of assets and liabilities, including the sched- 
ule of investments, of Texas Fund, Ine. (a Delaware corporation), as of February 
28, 1955, and the related statements of income and expenses, realized and un- 
realized gains or losses on investments, and changes in net assets, for the 6 months 
then ended. Our examination was made in accordance with generally accepted 
auditing standards, arid accordingly included such tests of the accounting records 
1 such other auditing procedures as we considered necessary in the circum- 
ances. Investment securities which were held by the custodian at February 28, 
1955, were confirmed to us by the custodian. Investment securities which were 
in transit at that date were confirmed to us by brokers, transfer agents, and 
others. 


mM 


In our opinion, the accompanying statements, as enumerated above, present 
fairly the financial position of Texas Fund, Inc., at February 28, 1955, and the 
results of its operations for the 6 months then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the pre- 
ceding year. 

Ernst & Ernst. 

Houston, Trex., March 9, 1956. 

Senator DanreLt. You mean you buy stock in these companies? 

Mr. SHarp. Buy stock in these companies, and I have approxi- 
mately—my holdings in Texas Fund, Inc., amount approximately to 
one-fourth of one one-hundredth of the value of all of the securities 
included together. 

There is no one single security in this fund which has a value, 
has an interest, of more than 4 percent of the total value of the fund. 

I might add there that I, as an individual, have no power to control 
the investments in this company. We have a group of about 15 
people, all independent of the investment business, who pass on this 
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portfolio, and no changes are made in the portfolio unless with 
majority vote of all of these members. 

I personally have no control except as a single voting member of the 
amount which is placed in any security. 

Chairman Russetu. But a number of the securities that are held 
by this Texas Fund, Inc., this company whose securities you hold, I 
assume, would be doing business with the Air Force? 

Mr. Suarp. Yes, sir; they would. The oil companies, I would 
think, specifically would. 

Now, my feeling there was as to why it was not a conflicting interest, 
is that, in the first place, we have a very broad spread of all com- 
panies; I think there are something like 20. So I would have no 
particular interest in any one. 

I might add there that the largest single holdings in the Texas 
Fund are the Texas Co., which is an investment of approximately 
$800,000, actually $794,000 at the time of this statement. 

If I could in any way influence the sale of the purchase of petroleum 
products from the Texas Co. in a way—if we would happen to do all 
the business of the Air Force with the Texas Co., this could con- 
ceivably increase the value of this Texas Co. holding by a modest 
amount perhaps, let us say, 25 percent. That would be $200,000. 

My one-quarter of one one-hundredths of $200,000 would amount to 
$500. That is the maximum that could be—the influence that | 
could have on any one security in the holdings. 

So I do not feel that this is in any way, my holdings in the Texas 
Fund or any otber mutual fund, for that matter, could in any way 
influence my activities. 

Chairman Russeuu. That, of course, does sound as if it would be a 
very minute interest in any event. But the committee has never 
exactly fixed a dollar standard on the conflict-of-interest policy. 

Now, you say you propose to dispose of your stock in a number of 
large oil companies and other companies that do business directly 
with the Air Force and other Defense agencies. 

Do you intend to dispose of that on the open market or dispose of 
that to members of your family? 

Mr. Suarp. No, sir; I will dispose of it on the open market. 

Chairman Russetu. What is the nature of the business of the 
Kirby Lumber Co., Mr. Sharp? 

Mr. SHarp. The Kirby Lumber Co. is a company which owns 
lumber land which they cut the lumber from and they produce it in 
various types of lumber. 

Chairman Russe.ti. They do not do a direct business with the 
Air Force? 

Mr. SHarp. I do not know of any, sir. 

Chairman Russetu. The Air Force buys great quantities of lumber. 
I did not know whether they did business with them or not. 

Now, the Texas Gulf Producing Co., isn’t that an oil company? 

Mr. SHarp. No; they do not do any ‘refining; they only produce oil. 
They produce no oil off Government properties. They simply produce 
oil and sell it on the open market. They do not sell direct to any 
agency. 

Chairman Russety. Would the same thing be true of the Texas 
Gulf Sulphur Co.? 
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Mr. SHarp. Yes, sir. I would think that the Air Force—I am sure 
the Air Force—has no contracts, and I am reasonably sure the Defense 
Department has no contracts for the purchase of sulfur. 

Chairman Russexiy. You are familiar, of course, with the opera- 
tions of these companies in which you hold these stocks and bonds. 
Do you know of any of them, other than the ones that you propose to 
dispose of, that do business directly with the Air Force? 

Mr. Suarp. No, sir; I do not. 

Chairman Russeiy. Are any of the others that you list here holding 
companies that hold stocks in companies that do business with the 
Department of the Air Force? 

Mr. Suarp. Not that I know of. 

Chairman Russetu. | believe you state that you propose to resign 
the offices that you hold with these other companies which do not do 
any business with _ Air Force? 

mas, SHARP. Yes, si 

Chairman Russe LL.  Geatates Saltonstall? 

Senator SaLronstaLLt. Mr. Chairman, may I say that Mr. Sharp 
saw me and went over this list with me, and we discussed the question 
that you now discuss. 

Let me ask just two questions, Mr. Sharp. The Mission Manu- 
facturing Co. is a family company, is it not? 

Mr. Suarp. Yes, sir. 

Senator SALTONSTALL. What is its business? 

Mr. Suarp. Its business is the development, manufacturing, and 
distribution of equipment used in the drilling and producing of oil 
wells; also certain pumps are used in the chemical and paper industry 
and allied industries. 

Senator SaLronsTaLu. And that sells no drills or anything to the 
Government for use on the Government oil lands? 

Mr. Suarp. No, sir. 

Senator SALTONSTALL. Now, this investment trust, if you resign 
the presidency, then you become merely a stockholder in the fund; 
is that not correct? 

Mr. Suarp. Yes, sir. 

Senator SaALTronsTaLL. And the securities, the change in the port- 
folio of those securities, is governed by a majority vote of how many 
people, 16, did you say? 

Mr. Suarp. I think there are 15. 

Senator SALTONSTALL. Fifteen people? 

Mr. SHarp. Yes, sir. 

Senator SaLToNSTALL. So that you would have no part in either 
the purchase or the sale of any of these securities in this trust fund? 

Mr. Saarp. No, sir. I would no longer 

Senator SALTONSTALL. In this investment trust. 

Mr. SHarp. No, sir. 

Senator SatronstaLL. And you intend to take no salary from any 
company other than your salary as a Secretary? 

Mr. Suarp. That is correct, 

Senator SALTONSTALL. From the Government. 

And you well hold no office in any company or no directorship? 

Mr. Saarp. That is correct, sir. 

Senator SatTonsTaLL. Thank you, Mr. Chairman. 

Chairman Russe.u. Senator Byrd? 
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Senator Byrrp. Mr. Sharp, did I understand you to say that the 
Texas Co., which is a Texas oil company, that the Texas Fund owned 
a large block of stock in the Texas Oil Co.? 

Mr. SHarp. They own—this fund was, oh, $20 million in funds 
at the time of this statement. The statement was as of February 28 
and on the present day it is approximately a $25 million fund. 

The investment in the Texas Co. is the largest single investment. 
It amounts to less than 4 percent of the total of $20 million. 

Senator Byrp. What I was wondering about was I see that you 
will sell your stock in the Texas Co., but you retain your stock in a 
company that owns a large block of stock in the Texas Co. 

Mr. SHarp. Senator, Mr. Chairman, I wonder if I can make a 
comment on that? 

Chairman Russevu. You certainly may. 

Mr. SHarp. There are other reasons why I would rather not sell 
the stock in the Texas fund. This fund, as I say, was organized about 
5 or 6 years ago, and we have sold—we started with $150,000 paid-in 
investment in the fund. 

Since that time we have induced investors to invest in the fund to 
an amount, as I say, now, of $25 million. 

A great deal of this investment is in the Southwest, a great deal of 
it is among people who know me and know other people in the fund. 

If I do say so myself, I think that I built up a reputation for extreme 
integrity, and am confident enough to feel that a great many of the 
people who invested in this fund invested in it because of their belief 
in my integrity. 

[ would hate at this time to have to sell that interest for that reason. 

| think it has absolutely no bearing, will have absolutely no bearing 
whatsoever in any decisions that I might make in my new office. 

Senator Byrp. The capital investment of this company, you say, 
is $25 million? 

Mr. SHarp. Yes, sir. 

Senator Byrp. Well, now, what percent of that is represented by 
companies that deal with the Government? 

Mr. SHarp. I would say that the largest holding is oil and gas, which 
is 26.62. This does not include altogether though companies that 
might do business with the Government. I can name you some in 
this list. 

American Republics Corp., which is simply a producing company; 
the Houston Oil Co. of Texas; the Hugoton Production Co., w hich 
is a gas-producing company; the Southland Royalty Co., which is 
only an owner of royalty, does no business with the Government; 
the Texas Gulf Producing Co., which also does no business with the 
Government; the Texas Pacific Coal and Oil Co., which is a producing 
company only; the TXL Oil Corp., which is also a producing company; 
and the Western Natural Gas Co., which is a gas company, so that 
of that 26 percent, there is, I would estimate, half of it could in no 
conceivable way do any business with the Government. 

Senator Byrp. But take the fund as a whole; have you made an 
analysis of it to find out what percent of the companies in which this 
Texas Fund has an investment would do business with the Govern- 

ment? 

Mr. SxHarp. I was not clear on that. 
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Senator Byrp. I say, take the $25 million investment which, I 
understand, this Texas Fund has in different companies. What 
percent of it is invested in companies that would do business with the 
Government? Have you made a study of that? 

Mr. Suarp. I have not made a study of that, but I would estimate 
15 percent. 

Senator Brrp. Would you object to telling the committee what 
percent of stock you own in the Texas Fund? 

Mr. Suarp. Yes, sir. I own 8,000 shares. I do not know exactly 
how many shares there are now. They are something in the neigh- 
borhood of 3 million, so that I would own one-quarter of one one- 
hundredth of the Texas Fund, one-quarter of 1 percent. 

Senator Byrp. You own how many shares? 

Mr. SHarp. Eight thousand. 

Senator Stennis. Out of 3 million, did vou say? 

Mr. Suarp. Out of 3 million. 

Senator Byrp. The stock of the Texas Fund is $25 million? I 
that the value of the stock issued 

Mr. SHarp. Yes, sir. 

Senator Byrp. Or is that the value of the portfolio? 

Mr. SHarp. Well, the stock is valued every day according to the 
portfolio. 

Senator Byrp. I am speaking of the investment in the Texas Co. 

Mr. Suarp. The Texas Co. investment? 

Senator Byrp. The Texas Fund. 

Mr. Suarp. The Texas Fund. I do not quite understand the 
qu ‘stion. 

Senator Byrp. Well, I mean, how much have the stockholders in- 
vested in the Texas Fund? I imagine some of these stocks have gone 
up, which would have a larger value. 

Mr. Suarp. I would have no way of knowing because they are con- 
stantly buying stock in the fund. Ihave no way of knowing how much 
was invested and how much was invested—how much it has increased 
in value. 

Senator Byrp. This H. E. Hodge & Co.; I was late; what is that? 

Mr. Suarp. That is a limited partnership which was formed at the 
instigation of Mr. H. E. Hodge quite a number of years ago—I would 
say approximately 8—in which a group of about 15 people invested 
funds as limited partners with H. E. Hodge to do all of the operating 
of the company—I mean of the partnership—for the purpose solely of 
exploring for oil. I might add there have been no profits on that 
partnership. 

Senator Byrp. Now, this list of stocks you retain, you have in- 
vestigated each and every one of them, and you say ‘that none of 
them, none of these companies, the Government does business with, 
that is, the Air Force would do any business transactions? 

Mr. Suarp. No, sir. 

Senator Byrp. That is all, Mr. Chairman. 

Chairman RussEe.Lu. Senator Smith? 

Senator Smira. Mr. Chairman, I have been doing some thinking 
about this policy of requiring the disposal of one’s stock before they 
take a position in Government. 

We want people of integrity in Government and we want people of 
experience in Government. I would like to ask Mr. Sharp, do you 
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think by selling your stock you are going to be any less interested in 
the companies with which you have been associated than you are 
now? 

Mr. Sarr. I think so. I feel the stocks that I am selling, with 
exception, Libbey-Owens-Ford, which 1 own about 25 shares of, the 
stocks that I am selling are almost entirely, you will notice, in oil 
companies. There is a very remote possibility that there would be a 
conflict of interest between my new position and the interests of any 
oil company in view of the fact that all oil purchases for the Air 
Force are made through the Joint Purchasing Commission, Army, 
Navy, Air Force. 

Of course, the Air Force has 1 representative out of 3 on that 
committee. It is my understanding that all purchases are made on 
a bid basis, on a competitive bid basis, and I feel if I held those stocks, 
actually it would have no influence whatsoever on my transactions in 
the Air Force. However, to make the record absolutely clear, I am 
going to sell them. 

Senator Smirx. Thank you, Mr. Chairman. 

Chairman Russe... Senator Stennis? 

Senator Stennis. Mr. Chairman, one further word about this 
Texas Fund now. You now have 3 million shares outstanding, which 
represent $25 million that have been invested by all the stockholders. 

Mr. Suarp. Yes, sir. 

Senator Stennis. And you own only 8,000 shares? 

Mr. SHarp. Yes, sir. 

Senator Stennis. Do you propose to buy any more during your 
tenure of office? 

Mr. Suarp. I would like to; yes, sir. But I will, if it is necessary, 
leave it at 8,000 shares. 

Senator Stennis. Well, as I understand that type of company, it 
is open-end, that is, you can just keep on buying in or anyone can, 
and that increases the capital; in other words, you do not have a 
ceiling on your capital? 

Mr. Suarp. No, sir. 

Senator STENNIS. It is open-end and just keeps on going up. 

Well, you now own such a small percent, 8,000 out of 3 million, it 
looks to me like it is infinitesimal in a way, but if you are going to 
buy a great deal more that might have an influence. 

Mr. Suarp. I have no plans; but, of course, this investment trust 
to me is a very sound way of investing your funds. 

Having been born in the Southwest, I have great confidence in the 
Southwest, and we have tried to obtain a fair cross section of Southwest 
investments. 

Frankly, I would like to invest some of the proceeds of some of 
these stocks that I sell in the Texas Fund, unless the committee feels 
that was not a sound approach, in which case I would not consider 
buying. 

Senator Stennis. Of course, you have no plans for taking back 
over the management or anything like that, and J just ask the question 
about investment. You do not plan any abnormal investments into 
it any further than what you have done? 

Mr. SHarp. As I say, I would—— 
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Senator SreNNis. You would like to reserve the right to put some 
of these funds of the stocks you are going to sell into this fund; is 
that right? 

Mr. SHarp. I would; yes, sir. 

Senator Srennis. All right; thank you, sir. That is all, Mr. 
Chairman. 

Chairman Russe.u. Senator Symington? 

Senator Symincron. Mr. Chairman, I am sorry I was late, I have 
heard about Mr. Sharp, long and favorably, and I feel confident that 
he will try to do whatever is best for the Government if he comes to 
serve the Government in an official position. 

| am personally getting a little fed up with all the talk about the 

reat sacrifices being made by businessmen who come into Govern- 
ment. 

In this room, and around this table, if I may respectfully say so, 
are people like the chairman who many years ago gave up any idea 
of leaving an estate because thev decided they wanted to be public 
servants. There are many people in this room, in uniform, this morn- 
ing who, in effect, did the same thing. ‘The reason why these business- 
men and bankers have been able to make these fortunes and have this 
money is because of the nature of the Government of this country, 
a Government which makes it possible for them to do so. There are 
other people who decide they prefer public service or scientific re- 
search, or go into professions or the ministry, and they are not inter- 
ested in piling up money in industry. 

I am a complete believer in the system of free enterprise and the 
profit motive, but I must say that, based on the activities of this 
committee, all of which have been sound attempting to delineate 
between the obligations of a businessman and his obligation to his 
Government, I am baginiiria! to get tired of listening about these great 
sacrifices made by people who have the opportunity to serve this 
Government. 

[ might add, when they show these heavy losses entailed as a 
result of selling stock, they do not show the profits made, no doubt, 
with the stock market going up so tremendously recently, made on 
their money reinvestment. Presumably they just did not leave the 
cash under the bed. 

I say that I only have heard good of Mr. Sharp. We have personal 
friends, and I only have heard the best about him. 

Mr. SuHarp. Senator Symington, may I be privileged to make a 
comment on that? 

Senator Symrineton. Yes, sir. 

Mr. Suarp. I do not feel that I am making a sacrifice. I feel that 
it is a duty of people in business, if we intend to preserve our system 
under which I prospered, and many others of us prosper, to offer 
our services whenever they are available, whenever they are asked 
for, and whenever we feel that we can do a fair job and are qualified 
to do the job. I do not feel that I am making a sacrifice. 

I feel that—this may be off the record—but I feel I would like to be 
able to criticize the Government in the future. I do not feel that I will 
be privileged to criticize it if they ask me to do something about it 
and I do not do it. 

Senator Symineton. As long as you have made the comment 
which, I might say, is typical of what I heard about you, I ask you 
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this question: Don’t you think it a great privilege and honor to be 
allowed to serve the United States Air Force? 

Mr. SHarp. Absolutely. 

Senator Symrnetron. And the Department of Defense? 

Mr. SHarp. Yes. 

Senator Symineron. I have no further questions, Mr. Chairman. 

Chairman Russetu. Well, I still do not understand exactly what an 
open-end investment trust is, but I do not want to pursue my personal 
education at the expense and time of the committee, which has no 
relationship to this hearing. 

May I for the record offer a copy of the nomination reference and 
report signed by Lyndon Johnson, stating that “I am agreeable to the 
confirmation of Mr. Sharp.” 

We have with us here today the distinguished junior Senator from 
Texas, Hon. Price Daniel. 

Senator Daniel, do you desire to make any statement with respect to 
this nomination? 

Senator Danret. Mr. Chairman and members of the committee, I 
simply wish to say that Mr. Sharp is an outstanding businessman, as 
you have heard here, a man of excellent character, and I support his 
confirmation and recommend his confirmation to this committee. 

I do not know, of course, concerning the conflict-of-interest matter. 
That is something, I am sure, the committee is more able to decide 
than I. 

Chairman Russeiu. We appreciate your presence here, Senator 
Daniel, and your endorsement of this nomination. 

Senator Saltonstall? 

Senator SALTONSTALL. For the sake of the record, Mr. Sharp, these 
stocks that vou have listed for sale when, as, and if they are sold, if 
you are confirmed and if the stocks are sold, you intend to notify the 
chairman of the committee that that action has been taken? 

Mr. Saarp. Yes, sir; I do. 

Senator Byrp. Mr. Chairman, I would like to ask that Mr. Sharp 
leave with the committee a list of the stocks owned by the Texas 
Fund, and indicate on that list, so far as he knows, those companies 
that deal with the Government. 

Mr. Suarp. I will do that. 

Chairman Russetu. Can you furnish that for the committee, Mr. 
Sharp? 

Mr. Suarp. Yes, sir; I will mark it down. Shall I do that now? 

Chairman Russet. Yes, sir, if you do not mind. You may do it 
now, yes. 

Senator Byrp. And percentagewise, Mr. Sharp, I would like the 
interest. 

Insertion: Mr. Sharpe furnished on p. 5 a list of the stocks owned by the 
Texas Fund. In addition, this list contains footnotes indicating the companies 
which either possibly or probably do business with the Government. 

In answer to Senator Byrd’s question regarding the percentage of Texas Fund 
companies doing business with the Government, Mr. Sharp subsequently, in a 
letter of Setpember 9, 1955, to Chairman Russell, wrote as follows: 

“During the hearing Senator Byrd requested, percentagewise, the interest of 
companies whose stock is held by the Texas Fund, Inc., and who passibly, or 
probably, do business with the Federal Government. From the portfolio dated 
28 February 1955, the computed market value of the stocks held in the Texas 
Fund of corporations that may have contracts with the Federal Government is 
22.4 percent of the total value of all shares held.”’ 
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Chairman Russe.u. You have submitted to Senator Byrd the data 
he requested? 

Senator Sa:ronsTaLL. Mr. Chairman, may I ask one question? 

Chairman Russe... You certainly may. 

Senator SALTONSTALL. Let us get this clear, at least in my mind. 
The Texas Fund is an open-end investment trust. That means its 
shares are valued from day to day? 

Mr. SuHarp. Yes, sir. 

Senator SaLronsTaLL. And if anybody wants to go in and buy 
them they will buy them at the market value of the day on which 
they are purchased. 

Chairman Russe.__. Can you buy them from the company or from 
another individual who holds them? 

Mr. Suarp. They can buy them from individuals. Normally they 
are sold through ordinary security dealers. 

Chairman Russett. And the company fixes a value from day to 
day? 

Mr. Suarp. It is set by law. We have to value them twice a day, 
and the total value of all the securities is divided by the number of 
shares. 

Chairman Russevi. But you issue new stock every day if anybody 
wants stock? 

Mr. SHarp. Yes, sir. 

Chairman Russevu. You increase your capital from day to day? 

Mr. SHarp. Yes, sir. 

Chairman Russe.iu. That is where the open end comes into it. 

Mr. Suarp. Yes, sir. 

Chairman Russguu. All right. 

Senator SALTONSTALL. Now, this portfolio is managed by a research 

rganization? 

Mr. Suarp. Yes, sir. 

Senator SALTonsTaLL. And were you the president of that organ- 
ization or merely——— 

Mr. Suarp. No, sir; I was not president of that. 

Senator SALTONSTALL. But you are a director of that part of it? 

Mr. SHarp. Yes, sir. 

Senator SALTONSTALL. Now, that organization, the cost of running 
the Texas Fund, is the cost, is the charge, that the management 
associates make; is that not right? 

Mr. SHarp. Yes, sir; one-half of | percent of the average value of 
the fund. 

Senator SALTonsTaALL. Now, if that is done by the Teryas Fund 
research, I am not quite clear in my mind as to what the Bradschamp 
Co. is. 

Mr. Suarp. The Bradschamp Co. is a company that was authorized 
to sell the securities as a major exclusive wholesaler. Bradschamp 
Co., for instance, publishes all the advertising matter such as this, 
They make arrangements with dealers to handle the funds; they 
have representatives established all over the country. 

Senator SALTONSTALL. So that they, being a sales organization, 
receive their charge, they receive their profit or charge from the sales 
that are made of this open-ended trust? 

Mr. Suarp. Yes, sir. 
Senator SALTONSTALL. What is their charge? 
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Mr. SuHarp. It varies according to the volume of sales. I cannot 
remember them all exactly. They start at 8 percent added onto net 
asset value, down to 1 percent, according to the volume of the sales. 
It is all approved by the Securities and Exchange Commission. 

Senator SALTONSTALL. So that what a person pays is the market 
value of the Texas Fund as set forth on that day, plus, we will say in 
this case, an 8-percent increase which goes to the Bradschamp Co.? 

Mr. SHarp. Bradschamp. 

Senator SauronstaLt. And then the Texas Fund _ stockholder 
receives a share of the income and the profits subject to the expense of 
the Texas Research and Management Associates? 

Mr. Swarr. That is correct. 

Senator SALTONSTALL. Thank you. 

Senator Byrp. Mr. Sharp, I notice you did not mark the Texas Co. 
as selling to the Government. 

Mr. SHarp. I should have marked it. 

Senator Byrp. That was inadvertent. Would you mind correcting 
that? 

Mr. SHarp. Yes. 

Chairman Russeiu. Thank you very much, Mr. Sharp. We are 
glad to have had you here with us this morning. 

(Whereupon, at 10:30 a. m., the committee adjourned to proceed 
to other business.) 
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SATURDAY, JULY 30, 1955 


Unirep Srarres SENATE, 
COMMITTEE ON ARMED SERVICES, 
Wash ington, dD. C. 

The committee met, pursuant to notice, at 11:05 a. m., inroom 212, 
Senate Office Building. 

Present: Senators Russell (chairman), Byrd, Kefauver, Stennis, 
Symington, Saltonstall, Flanders, Mrs. Smith, Duff, and Welker. 

Also present: Verne D. Mudge, T. Edward Braswell, Herbert S. 
Atkinson, and William H. Darden, of the committee staff. 

Chairman RussEeuu. The hearing will come to order. 

The members of the committee will recall that at the last session 
on this nomination Senator Saltonstall was requested to discuss some 
aspects of this matter further with Mr. Sharp. It was Senator 
Saltonstall’s suggestion that I call this meeting for this morning. 

Chairman Russe.i. Do you care to make a statement now? 

Senator SALTonsTaALu. I will just say this, Mr. Chairman, for the 
benefit of the members of the committee, that I did see Mr. Sharp in 
my office. I discussed the situation with him—discussed with him 
some of the feelings of some of the members of the committee and the 
problem that faced us, and he said that he would like to go home and 
think it over. 

He went home and later on called me and made certain statements 
to me which I am confident he will repeat to the committee this morn- 
ing; and, also, requested that he be given another opportunity to 
appear before the committee. 

I reported that to the chairman and recommended that we invite 
Mr. Sharp to testify before us again. 

This is an open hearing, as it should be. 

That, I] think Mr. Chairman, is the substance of my conversation 
with Mr. Sharp. 

Is that correct? 
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Mr. SHarp. Yes. 

Chairman Russeiy. Mr. Sharp, we are glad to have you back with 
us. You may make any statement that you see fit with respect to 
this matter. 

Mr. SHarp. Thank you, Mr. Chairman and members of the com- 
mittee. I have no prepared statement, but I would like to say a few 
words. I thought that it would, perhaps, be better for me to testify 
again because there were certain things that might be rather difficult 
to make clear in a written statement. 
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It is my understanding, of course, that it is the duty of this com- 
mittee to decide on whether I am a man of sufficient personal integrity 
to warrant being approved for this high office, and I feel that it is 
my duty and my obligation to present to this committee all of the 
facts that possibly can apply to this case, and to give any assistance 
that I can possibly give to assist the members of this committee in 
making up their minds, and in making their decision. 

I personally say that I am a person of complete integrity, so known 
to my associates, but, of course, it is up to me to establish this fact in 
the minds of this committee which is made up of individuals who have 
not known me for many vears. 

Chairman Russevy. Would it disturb you if I made a brief observa- 
tion there? 

Mr. SuHarp. No. 

Chairman Russetu. I do not think there is any question of your 
integrity involved in this. No one has challenged your integrity, 
directly or indirectly. It is just a question of this committee carrying 
out its empousthilities under the law which prescribes the conflict of 
interests of people who hold public office. 

I might say that there has been no man before this committee 
who has been more unanimously endorsed as to his character and 
integrity than you have been, but it is not a question of anybody 
having challenged or having questioned that. I am sure that no 
member of this committee does question your integrity. It is a 
question of our observing the law which prescribes the requirements 
for those holding appointive offices in the Department of Defense. 

You will excuse me. I just wanted to rest your mind on that. 
Nobody has challenged your integrity at all. We have the very 
createst respect for you. It is a question of observing the law. 

Mr. Saarp. Thank you, sir. I was not under the impression that 
anyone had challenged my integrity. I was under the impression 
that I must prove that I am a person of real integrity under the law 
in order to be worthy of this office. It was just for that purpose that 
[ was making the statement. This is a position of great respon- 
sibility and requires a person of real integrity, and I think correctly so. 

| agreed in my conversation with Senator Saltonstall, who was 
kind enough to give me some of his very busy time—I agreed to his 
suggestion that I offer to divest myself of any interest whatever in 
the Texas Fund or any associations of the company. That is, if this 
committee felt that they would prefer to have me do that. I will be 
glad to do it. It was quite a hard decision for me to make, because 
| did not want to give it up; it is difficult to give it up. As a proof 
of my sincerity, I am willing to do it. I know that I have to prove 
to the members of this committee somehow that I am really sincere 
in what I say, when I say that there will be no conflicts of interest 
between my personal interests and the interests of the Government. 
And if there are any conflicts of interest, that they will always be 
resolved in favor of the Air Force. I make that statement unequivo- 
cally, if I am placed in this position. 

Now I do want to explain, though, the details, one of the reasons 
that I wanted to appear at this hearing, to explain the Mission 
Manufacturing Co. activity. 

I think it is important that all members of this committee know 
exactly what we do in the Mission Manufacturing Co. 
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The Mission Manufacturing Co. is a company which I own ap- 
proximately one-fourth of, which is in the business of engineering and 
developing and manufacturing certain speci: alty items for use in the 
petroleum industry, primarily. These items primarily are pistons 
and piston rods and valves and parts that go into slush pumps. 

Primarily, those items are small tools that go into the handling of 
the drilling operations. There are certain high-pressure valves that 
are used in controlling the oil wells after they are brought in. 

Our oil well line of equipment constitutes about 90 percent of our 
business. This line is sold through supply stores. We do not directly 
sell to any oil companies in this line of equipment. We sell to the oil 
well supply companies, the National Supply Co., and so on. They 
have their stores in all of the oilfields. The drilling contractors and 
the oil companies’ superintendents come into these stores and buy 
this equipment as they would buy wrenches or other items of that 
kind. It is a competitive line of equipment. As much as would be 
a wrench or a screwdriver. However, for export and in foreign mar- 
kets, there are no supply stores in operation; or at least, very few. 

So in order to serve the customers in the foreign fields, when they 
want our equipment we sell them direct. 

In those cases we sell direct to the oil companies, such as the Stand- 
ard Oil Company of New Jersey, the Gulf, the Texas Co., and any 
others, as well as Shell. We do sell direct. 

I want to have that perfectly clear, because I think it should be on 
the record. 

Senator Stennis. You say that you sell what direct now? 

Mr. Suarp. We sell direct to the oil companies for export. On the 
domestic business we do not. That is in the drilling equipment. 

We also have another line of equipment. 

Senator SatronsTaLL. What is the percentage of the sales, we will 
say, of the total sales, for foreign purposes? 

Mr. Suarp. Our foreign sales will run between 10 and 15 percent of 
our total business. 

We have another line of equipment, the centrifugal-pump line. 

Senator Byrp. Would you pardon a question? How do you sell 
your domestic line? You say that you sell to the oil companies 
directly? 

Mr. SuHarp. Through warehouses. The supply companies buy from 
us, just as a hardware store would buy. ‘Then they resell to anybody 
who comes into the store and wants the parts that they have on the 
shelves. 

Senator Wreiker. May I ask a question? 

Chairman Russe. Certainly. 

Senator We.iker. I understand you are in direct competition with 
other people producing the same material? 

Mr. Suarp. Yes. 

Senator We_ker. Howard Hughes makes them? 

Mr. SHarp. We are not in competition with him. 

Senator WeL_ker. He manufactures a lot of oil-well equipment. 

Mr. SHarp. We do not happen to be in that line. 

Senator WELKER. There are other companies producing the same 
thing, manufacturing the same thing? 

Mr. SHarp. Yes. 
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Senator Wexiker. I| take it that you sell to the hardware stores or 
to anybody that wants it? 

Mr. SHarp. That is right. 

Senator Weiker. Thank you, Mr. Chairman. 

Mr. Suarp. Yes; that is mght. 

However, we have one item which is a centrifugal pump that we do 
sell directly to the oil companies. 

The centrifugal-pump business is a very small part of our business, 
maybe 5 percent. It is comparatively new. It has up to date never 
been profitable, but we think some day it will be. 

However, we do sell these pumps occasionally to the oil refineries. 
A very small percentage of the pumps go into the oil refineries. We 
do sell them directly to the oil refineries, however, in the United States. 

| am bringing all of these things up because if there is a connection, 
if there is a possible conflict of interest in the matter of my owning 
small amounts of securities in oil companies, I want to make it per- 
fectly clear that we do do some business with the oil companies in the 
Mission Manufacturing Co. 

Chairman Russe.u. I am not as much concerned about the Mission 
Manufacturing Co. doing business with these oil companies, Mr. Sharp, 
as [ am as to your relationship to the Mission Manufacturing Co. 
during the time that you are serving as Assistant Secretary of the Air 
i orce. 

Will you have any connection with the sales organization, or will 
you undertake to promote any of these articles whic h you have re ferred 
to during your tenure of office as Assistant Secretary of the Air Force? 

Mr. Suarp. No, sir; I will have absolutely no connection with the 
sales. 1 will make a particular point not to have any connection. 

Senator Byrp. Are you an officer in the Mission Manufacturing Co.? 

Mr. Suarp. Yes, sir; | am the president. I will resign, of course, 
after this. 

Senator Byrp. You would not solicit any orders? 

Mr. Suarp. No, sir. 

Senator Byrp. You would not communicate in any way as Assist- 
ant Secretary of the Air Force with any of the companies that purchase 
from the Mission Manufacturing Co.? 

Mr. Suarp. No, sir; not as Assistant Secretary. Of course, natur- 
ally, I have friends in some of these companies that I might com- 
municate witb. 

Senator Byrp. But I mean, you would not communicate with them 
in an effort to have them purchase your products? 

Mr. Suarp. No; absolutely not. 

Senator Byrp. Especially those that deal with the companies that 
deal with the Air Force? 

Mr. Suarp. Absolutely not. I would like to say one other thing. 
[ want to be sure that it is perfectly clear. 

We have, I find, done a small amount of business with synthetic 
rubber plants with this centrifugal pump. 

Chairman Russet. When you use the word ‘“we’’ you mean the 
Mission Manufacturing Co.? 

Mr. SuHarp. The Mission Manufacturing Co.; yes. It has sold 
centrifugal pumps to the United States Rubber Co. as agents for the 
Reconstruction Finance Corporation, and to several other rubber 
companies as agents for the Reconstruction Finance Corporation for 





es 


wee 


NOMINATION OF DUDLEY C. SHARP 23 
use in synthetic rubber plants. We have those in those Government 
agencies. We have to furnish them with parts. Although we may 
not solicit more business, we will be doing business in a roundabout 
way with Government agencies. I want that to be clear. 

We also have sold a few hundred dollars worth of material each 
year, I understand, to the Corps of Engineers. They have come in 
and asked for certain parts that we make. Last year we did not sell 
any. In 1954 the Mission Manufacturing Co. did not sell any, but 
in some past years, they have come in and have asked if we would sell 
them certain pistons that they needed to use in some pumps. 

Chairman Russevy. Does that conclude your statement? 

Mr. SHarp. Yes. 

Chairman Russeuu. Mr. Sharp, I want to congratulate you on your 
full and very frank disclosure of everything that you could think of 
that might involve a conflict of interests in your duties as Assistant 
Secretary of the Air Force in charge of procurement. You have 
already stated heretofore in the other he varing that you proposed to 
sever any connection as an official that you might have with any of 
these companies. 

Mr. SHarp. Yes. 

Chairman Russetu. And you have stated this morning that you 
are willing to divest yourself of the shares of stock that you have in 
the Texas Fund if the committee finds that that is necessary to avoid 
the conflict-of-interest statute. 

Mr. Sarr. Yes. 

Chairman Russg.u. I realize, and I am sure the members of this 
committee realize the sacrifice that that involves. This Texas Fund 
has been somewhat your child. I suppose you have been president 
of it and have built it up. I know that all of us know that when we 
have put a great deal into something, that it is quite a jar to have to 
separate ourselves from it. I feel that shows a very fine spirit. I 
have no questions. 

Senator Saltonstall, do you have any questions? 

Senator SauronsTaLL. This Mission M: anufacturing Co., Mr. 
Sharp, from what you have told me is your family’s company’ 2 

Mr. Suarp. Yes, sir. It is owned 80 percent by my family and my 
brother’s family—my immediate family and my brother’s immediate 
familiy. 

Senator SaALTonsTALL. Eighty percent of its business, as I listened 
to you, in round figures, would be to furnish those materials to any 
hardware store or supply house? 

. SHARP. Yes, sir; about 80 percent. 

Senator SALronsTaLL. And not over 15 percent would be going 
into the export business? 

Mr. SHarp. Yes. 

Senator SaLronsTaALu. So that the only direct contact that you 
would make with any of these big oil companies that may do business 
with the Government is at a maximum 15 percent? 

Mr. Suarp. Direct sales; yes. 

Senator SALTONSTALL. That is in direct sales? 

Mr. SHarp. Direct contact would be slightly different, because we 
do have salesmen call on these oil companies to induce them to go 
into the supply stores and to buy our material, instead of somebody 
else’s that is also on the shelves. 
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Senator SaLTronsTaALL. Sure. Outside of the Texas Fund you are 
selling ,the chairman brought out, all stocks in the companies that have 
anything to do with the Government? 

Mr. SHarp. Yes, sir. 

Senator SaLtronstatu. And the holdings that you may have in other 
small companies which you have showed me the list of are mostly 
holdings in 

Chairman Russextu. If you do not mind, I would like to state that 
Mr. Sharp submitted to the committee a list, not only to the Senator 
from a issachusetts, but he submitted to the entire committee a list. 

Senator Satronstauy. I thank the chairman for the correction. 
The sana companies in which you hold as a stockholder interest in 
most instances consists of very small ones, are companies that are 
somewhat similar to your company. In other words, they are com- 
panies that build equipment that go into these oil we Is, but there the 
business with the oil companies stops: is that correct? 

Mr. Suarp. A few of them are that way, but a great many are 
like light and power companies holdings, and various exploration 
companies; they do not fit in the same position as the Mission Manu- 
facturing Co. 

Most of them with the exception of the Reed Roller Bit Co., I do not 
know of any that operates the same way we do or even sells to the oil 

companies. The Reed Roller Bit Co. does. That is the only one. 

Senator SALTONSTALL. If any doubt arose in your mind at a future 
time as to whether any of these companies could be said to be doing 
business in such a way that it might conflict with your position you 
would, of course, be only too glad to get out of them? 

Mr. Suarp. Yes, sir; I would. 

Senator SarronstaLy. Thank you, sir. That is all I have. 

Senator Byrp. As I understood you the other day, yesterday or the 
day before, these will not be gifts; they will be sales on the market? 

Mr. Suarp. I have not contemplated any gifts. I contemplate 
selling. 

Senator Byrp. That applies to the Texas Fund, also? 

Mr. SHarp. Yes, sir. 

Senator Byrp. I have no further questions. 

Senator Smirx. Mr. Chairman, if [ may; Mr. Sharp, you are presi- 
dent of the Mission Manufacturing Co.? 

Mr. Suarp. Yes. 

Senator Smiru. Are you active in it, and in what way? 

Mr. Swarr. Well, I am active as president. 

Senator Smira. A good many organizations have a president who 
hardly ever sees the company. I am just wondering what part you 
play. 

Mr. Suarp. I am the active chief executive. Of course, we have 
various departments, and each has a department head. I coordinate 
their activities. 

Senator SmirH. You are directly active and have been? 

Mr. SHarp. Yes. 

Senator Smiru. Not only in name? 

Mr. SHarp. I have been very active 

Senator Smrrx. Do you hold any commission in the Air Force 
Reserve? 


Mr. SHarp. No: 


I do not. 
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Senator Smirx. Do you in any service? 

Mr. SuHarp. No; I do not. 

Senator Smirxa. Thank you. 

Senator Stennis. Mr. Sharp, does the Mission Manufacturing Co. 
‘tually manufacture these products that you sell? 

Mr. Saarp. Yes, sir. 

Senator STENNis. In the domestic market? 

Mr. Suarp. It actually manufactures them. 

Senator Srennis. You make the bits and the hardware? 

Mr. SHarp. Yes; we make the hardware. 

Senator STENNIS. What did you say, that you are going to resign 
as president? You did say that you would sell your interest in the 
Mission Manufacturing Co.? 

Mr. SHarp. I cannot do that. 

Senator Stennis. I want to be sure to get the fact. As to this 
Texas—what is the name of it? 

Mr. SuHarp. The Texas Fund. 

Senator Strpennis. You did say that if the committee desired you 
to, you would sell your interest? 

Mr. Suarp. Yes. 

Senator Stennis. Thank you, sir. That is all. 

Senator Durr. Is the Texas Fund an investment trust? 

Mr. SuHarp. Yes, sir. It is an open-end investment trust. 

Senator Durr. That is all that I want to ask. 

Senator Symineton. Mr. Sharp, as you have read recently in the 
papers, I am sure, there has been a discussion of the subsequent 
activities of the present Secretary of the Air Force with respect to 
his business interests. 

What I would like to ask you, Do you feel that you have done every- 
thing that is right and proper in order that no such criticism of you 
in the future could be made? 

Mr. Suarp. I hope; that is what I have tried. 

Senator Syminetron. You say you hope. You also believe? 

Mr. SHarp. I believe so; yes, sir. 

Senator Syminetron. And based on the record published in this 
case, there is nothing along those lines that could ever be said with 
respect to you if you became a member of the United States Air 
Force? 

Mr. Suarp. I believe that is the case. 

Senator Symrneton. I am not putting my question to you quite 
properly, perhaps, but I think you understand what I am getting at? 

Mr. Suarp. [| believe that I have disclosed everything ‘that could 
have any possible connection now or in the future. 

Senator Symineton. You believe that you have eliminated any- 
thing and everything that would make it possible for that type or 
character of criticism to be made of you in the future? 

Mr. Suarp. I think so, yes. 

Senator Symineton. I have no further questions. 

Senator We.ker. Mr. Chairman, I merely would like to ask Mr. 
Sharp this question. What experience have you had in flying? 

Mr. SHarp. I am nota pilot. I have never been. 

Senator Wetker. Do you fly an airplane? 

Mr. Suarp. I fly in airplanes; yes, sif. 

Senator WeLker. Very well 
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Mr. Snarp. Our company owns an airplane. I use that a lot. 

Senator We_xer. Have you made some sort of a study on recent 
equipment developments that we might have in the Air Force as much 
as you can? 

Mr. SHarp. Yes, sir; I am preparing to study more of that, too, in 
the interim between now and the time I will take over this position, 
if I am appointed. 

Senator WeLxer. I am going to be brutally frank with you. I do 
not want to sit here as one member of this committee and vote to 
confirm a man who does not know the front end from the rear end 
of an airplane. I am convinced that you do. And I am impressed 
with your frank statement. I think that you are a fine man. And 
so far as the Senator from Idaho is concerned, I will vote to confirm 
you. 

Mr. SHarp. Thank you very much. 

Chairman Russeiu. Thank you, Mr. Sharp. If there is nothing 
further from the members of the committee, the committee will resolve 
itself into executive session. 

Whereupon, at 11:30 a. m., the committee went into executive 


session 


Nore.—The nomination of Mr. Sharp to be Assistant Secretary of 
the Air Force was approved by the committee in executive session 
and confirmed by the Senate on August 1, 1955.) 





